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ABSTRACT.. ' / • 

This report discusses diverse economic issues . 
involved in educational. reforms^ aimed at improving economic growth, 
the vfocus is on elementary an<S secondary education in tt^e > 
southeastern United States. After a general overview of the economics 
of educational reform/ section I diicusses the; issues involved in 
modeling and estimating the linliages between education and growth. 
Section IX examii^es the linancial Implications of commitments "to 
"equity." in educational refora^. Sec^tion III discusses specific policy 
areas with an emphasis' on assessing \co.st effectiveness. Issues 
discussed include "the basics," vocational education, counseling, 
economics education, and faculty ^and .administrative inputs. The broad 
objecjbive of this report is to provide. an appreciation of the 
reseairch agenda in economics that is necessary* %o ^xndergird informed 
educational policy for economic .'growth in the decades ahead. A 
summary of this agenda appears in section XV,. and a threerpage 
bibliography is included, (TE) > 
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JUSSBABqi ISSOBS ZH tHS fiCQMOMIGS 
1 9F; EOUCATIOfl AND CRbWTH 



Economic 9£owth and .public (^cation , are tw§ areas which in recent^ 

'/..': ' • ■ . •. - ■ .■ [' " '" : . 

years have been the objects of increasiij^ interest and concern « : From 



the standpoint of economic #9rowth# the decade o€ the 708 . brought some 

• •-* ■ ■ . . " . .*■'.■■. . . ■ ■ 

alarming developments. , Advetse, supply .shocks^ declining productivity # 
and* intense ihtemational cooipetition opaibined to f bster a new awareness 
ahd advocacy with respect to sl^rategies for. economic growth* Over 
r^ghly the same period* observers o£; our educationaS process cited 
mounting evidence of. the. gradual ieteripration* in the quality oi potoiie 

' ' • " * * ' ' 

schools. In 1983 the Pres'ider^^ own blue-ribbon committee lent its 
official detei^natipn that^ from an educational standpoint « we are 
indeed a "nation at ; ri^k." national reaction to this, reporl: has v 

been dram^tic^ swift > and still growing. In short « it seems cl^ar that 

^ ... . .. ■■ . .. ■ ■ ■ ■ ■ ' ■ ■. .-■ ■ ■■ ■- . . -■ ■ ■ ■ ■ ' ' 

in the decade of the 80s the issues of econoiiic groWith and public ■ 
edudation will remain at t^e top of the political /agendas on the 

• ■ . ■ . ■ • , . 

national* state* and' local levels. 

The purpose *of this report is to provide policymakers in education 
with an understandiiig j>f economic issnes that are inqplied by educational 
refom aimed at is^roving economic .growth.^ The focus is limited... to 
elcnnents of public educatidn at the primary and secondary levels and 



An interesting con^ilation of state-bj^-state initiatives that have 
been taken since the Onnnission's report is "The Nation Responds t Recent 
Efforts to Improve Education." Department of Education, Washington* 
D.C. 1984. ■ ■■ ■ ' 



growth With ri^ard for tho eeonofde eiremtaneeff of tbe 8outhea8te|:n 

united 'states. ■ ** • •'. a ■ ' ' ' 

, . ; ' - ' • * ■ . .. • • ' • • 

* Zn the context oif recent hiatoryy yet another study of educational 

• . • ■ , ' . ■ • ^ - • ■ ■ 

xreform sust seen stale, if. not self •^flagellating. In the last two years 
there have appeared]^ no less than ten major reports providing diagnose 
and prescriptions for an educational system which is widely perceivcfd to 

be ailing. the risk of oversiiaplification, it is fair to. say that 

^ ' ■ ' ' . ■■ ■ ■ '' . • ♦ • 

these reports are more notable for their similarities than, differences^- 

-T ■ • , 

3 

although the latter/ clearly exists .there ie virtual iinaDinity 

regarding eurricular . changes: strengthened core of language^ math, and 

. ■ : . ; ^ *^ ; • ,. ■. . . 

science I elevation and standardisation of achievement} and a deei^phasis 
of ^vocational programs. General mention of conqputers^ both in currif> 
ottltunland teaching* is ccnnton, although clear notions oV implementation 
are r^.. Ihere is also concern regard^ing the ccoq^tence, salaries,, and. 
prestige of the teaching pi^ofesslon. Finally , th?re is general agree* 
fAent that several strata f^detal, state, and« local government as well 
as the business community -"^ have an appropriate and vital^^^^^^^ 
racing the : <}iu^4t^^^ of pi:d»^c CNdueation* X<a^^ 

recooimendations of these ' studies reflect an iinpressive and diverse 
collection of field r^search^ professional experience , and personal 
philosophies on public education. .., ^ 



^ihe ten studies are dencttiL. by an asterisk in the bibliographical 
section of this paper. 

*^For d gool^vervlew of the substance 6f these publications, see "A 
Sutamary of Major Reports on Education. Education Comnission of .the 
States. Denver,. I^voidder, 1983* 



Considered from an Acbitomic perspective, the recent educational 
reform proposals lend themselves to a different, surer, end more 
critical style of generalisation. To the economist, three broad aspects 
of the educational reform literature stand out. First, most of tdiese 
studios open with either an ioiplicit or explicit aXltision to the 

critical nexus between education and economic growth. T9iis association 

*' » ' 

is a safe, casual .one to draw. Nevertheless, despite 'a large literature 

■ • <* ■ . ' 

on the subject, economists know, too little 'about the* precis^ linkages 
between education and growth even to pretend to engineer educational 
policies aimed specifically at growth.. ,Seoond, there is unanimity that 

♦ . ♦ • 

♦ 

edticational reform be equitable* as well as a broad perception that. 

\ ■ ■ 

society is willing \to make the financial conanitment necessary. However,. 

• 

there is no analysis, indeed little acknowledgement, that the commitinent 

■ > . %••■». 
.. » 

to. equity in educational reform may carry some potentially awesome 

4 

financial implications for federal, state, and local authorities. 

♦ 

Third, in the all too probable event that resources ar^ not as plentiful 
as the current ^'honeymoon" euphoria for reform seems to infer, the need 
arises for narrowing the list of "musts." Choices among programs must 
b^ based, if not exclusively, at least partially upon "efficiency" 
considerations. Efforts to set priorities for specific reforms require 
analyses of their cost effectiveness. 



One recent estimate by the American Associaticm of School 
Administrators indicates that implementation of all of the proposals in 
"A Nation at Risk" would rectuire, on averfige, a 27 percent increase in 
school budgets nationwide. Furthermore, inferences frcxn data reported '\ 
in Section 1 of this report suggest that the necessary increa'se would be 
even greater for the Southeast in general. 



Tha broad outline of tba paper re£lec±s %pe general criticism noted 

above. Setotion I discusses the issues involved in modeling and esti- 

i\ ' ■ ■ . ■ '. , • ■ ■ " • • ■ ■ 

mating the linkages between education and growth. Section II examines 
the financial implications of commitments to ''equity" in * educational 
reform. Sect|.on III discusses sone s^iepif ic policy areas with an 
emphasis on. assessing cost effectiveness.. Our broad objective is to 
offer noneeonomists* and educators in particular # an appreciation of the 
research agenda in economics that is necessary to undergird informed 

educational policy for economic growth, in ttut, decades ahead. A stuomary 

• ' • ■ '/ ■''' ' . 

of this agenda appeara in Section ZVe 



^ Is PEBSPECTXVES ON THE THEORY OF EDUCATION AND GROWTH 



As a factual^ natter K per capita income in the /United States has 

.... / ■ 

risen 'secularly with remarkable consistency. And intuitively speaking^ 
such growt^^w6uld seem to stmn from a better work force equipped with 
better machinery, both of which can be. viewed as the culminating product 
of education. These advances underlie the widely held association 
between education and economic growth. Moreover, there exists an entire 
subliterature in Economics which attempts to quantify the contrilution 

of education to ecoitomic growth. The progenitors of this literatufe are 

\ ' •' \ ' 

the classic studies by Denison and Schultz. These studies 'bare fully 

measure the quantities of labor, and capital over time. Finding the 

* ■ . • * . 



5 • * ' 

Edward F* Denison^ Accounting tot United States Economic Growth 

(Footnote Continued) 
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4 /' 

■ 8 /■ 



growth rates of these physical inputs to be. inac^uate in explaining 
output growth fully* they look to some other force by which th^ books of 
growth accounting may be balanced. This force must be one relating to 
the quality rather thaa' quantity of productive inpjjits. Thus growth 
stems from knowledge* or invention, cr technology, or something all 
of tfhioh are the undeniable products of educated people. 

Fron this type of en^irical work flows the confidence, indeed the 
mandate, that we as a society must sgend more to iii^rove our educational 
system. , There is, however, a vital link missing for educational 
^licymakers. Measuring the contributien^of education as that residual 
of growt][i which is inexplicable otherwise »|. merely a way of admiring 
the product of the past, while inqaarting litt&e knowledge of the' process 
that brought it about or how that proccsp Ttdght/oe inade more efficient. 
We observe the fact of growth and justly presume 



integral part, but we ^ learn little fr<»n this 



1 

education plays an 



evidence about . the 

interplay of parts in the economic and educati^a.;. machines ^at are 



responsible for grotirth. In sum, we as economists know little ^out the 
precise, linkages between growth and the deliberate educational efforts 
that can foster it. Policy may have to proceed fr<»n hunches, albeit 



\, 
>- 

good ones, and proceed gingerly, ' ; 

It is cleiur* that we will not achieve in this report . what,, \he 
economics profession has not. Nevertheless, the^A remainder' of this 
section presents some statistical overviews which are at least suggestive 



(Footnote Continued) 

1929-1969 ,' (Washington, D.C.t The Brookings Institution, 1974). 
T.W. Schul tz, "Education and Econonic Growth," Social Forces Influencing 
American^Educatlon , ed. N>.B Henry. (Chicago t University of Chicago 
Press, 1961) , pp. 46-88. 



of the direction in which a theoretical modeling with educationai policy 

. ■ , • «. . . ■ 

enphasis might proceed* ^ * 

First* of a purely de8crj|^tive nature. Table 1 pr^seijita aummary 

atatiatica for educational attainment,, expenditure and ' econqnic 

.. ■ • ■ r ' . ■ ■ ■ 

characteriatiea by region. ' Viev^. broadly » the tablie reveals that the 
Southea^ia unifomly lagging in all three -areas » drainatically so In 
many series. The story that unfolds from a more 'detailed lodk is an 
interesting one.^«ith ^nly 5T percent of the adult population 
oon^leting high, school, ^^le^ Southeast is about 16 percent b>^low the 
Nprtheast and North Central regions and 23 percent below the West 
region. However, with respect to economic growth, the more relevant 
generation is st:ll in school. There the situation is improving. 
Eighty-three percent of current 16-19 year-olds are still school or 
have already gradjkated. ]Purthermore^ the gap between the Souiheast and 
the rest of . the country is closing r- >Ais figure lies only 7 percent 
below the Northeast and North Central and 3 percent belOW the West 
regiofTs. ^ . • ^ v ^ 

If educational attainment measures the quantity of education, 
educational expenditure is often taken to measure quality. In this 
regard, the Southeast 'ranks a distant foUrth with a per pupil annual 
e;cpenditure of $1,400.^ first blush) this would seem to reflect a 



These results mist be qualified By the existence of cost-of -living 
differences between regions, and even states. Unfortunately, cost-of- 
living indices are not available by state. Regional approximations 
could be constructed from major metropolitan indices; however, it is our 
opinion that these might be misleading. We believe that while the 
Southeast likely has a lower cost Of living, accounting for It would 
mute the differences, but not eliminate them. ' ^ 

\ 

• ■ ■ . ' \ ■ 10 . ■ ..■ 
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Table 1 



EJueational«and Economic CharacterlBtlcst 

, ,'f ,.^^ea»*^' by ..'Region,, 




( . 



onal Attainnent 



Median school years c^ongpleted 

* 

% of a9(» 1^-19 in school or 90 
high school, diploma 

% of population 25 yrs. & 
older vith high school diploma 

% of ;i>opulation 25 yrs. & older 
with college degxee' ' 



-Educational Expenditure 



So utheast 
. 12.2 
83.1 
57.0 

I 

13.2 



Studeht-to-teacher ratio 
Per pupil K-12 expenditure 



K-12 expenditure as^ a 
% of state income 

Economic Characterist ics 

Per /capita incense 

Median ^l^ly income 

% «f population in poverty 



\ 



Unen^loyn^nt rate 



•12.5 
.\\ X,399 

4.1 

$ 6,218 
$16,866 
y 16.9 
6.6 



\ 



northeast 

12.5 

89. S 

68.2 
. 17.8 

. 10.6 
t 2,110 

4.9 , 

$ 7,293 
$120,352 
10.6 
6.2 



North 
Central 



12.5 
89.5 
68.9 

14.8 

»* < 
11.8 

$ 1,807 
'4.7 

$ 7,111 
$20,006 
11.0 
6.3 



West 
12.6 ^ 

85;6 

1 

74.2 
. '18.2 

12.4 . 
$ 1,772 

4.5 

\ 

- \ 
$ 7,507 

$20,574.. 

11.6 ■ 

6.3 



a All daca pertain to 1979 li^ith the exception of the median number of school years 
completed (1976). 1979 was selected to conform to the 1980 Census. Begional^ 
means are statistically different at the 1% significance level in all sjeries 
except for '•K-12 expenditure^ as a % of state income" and the unemployment jcate. 

b Data we£4 unavailable for Alaska, California, Florida, Georgia, Indiana, and 
Wisconsin. 

c Data were unavailable fpr Alaska, Georgia, Indiana, and Wisconsin. 



lack of sacrifice or conodj^nt.. talpriiRSi^ and secondary ^dui^at^on oti 

the part of these states » closer inspection reveals, howev^t* 'that as ^ 

share of . total state iii^come, the Southeast's 4 percent figure is not 

'l — . — . ■ 
statistically different fvpia the'reiiaining, regions. The hard truth is 

• ' ■ /'! ' '^v ■ ' . ■ 

th^t while the people pf * the Soulheast are apparently winding to make 

approximately the same ' proportionate sacrifice for t^e . education of 

• their ohildr^n, their lower per capita ificontes translate to substan-. 

tilally lower per pupll^sAxpendittures.' Indeed^, to achieve the 'same $3,100 

pe(r pupil ex|wnditure o^ T^e northeastern spates, southeaster states 
\' . ' . ' 

\. . , - 

would have to devote 5.1 peroMit Of xtheir incdfte, coB^red/ with 4^9 



N 



percent;, in the Northeast. In- stoaV ti^ie relationship between/ educatibd . 
and ecoAomic {.growth seems to b/b ^ two-way street. i:he adki|i^ledged 
relationship is that educati^'^ is ^necessary for economic grdwl^h. .This 

table highlights ah altemat^ive* view — - econotnic veil-being may well be 

' . " # .■ . 

necessary for educational growth. ;^ 

* 

*The economic characteristic^ of the four regions provide equally 
dramatic contrasts. Again, the Southeast lags substantially. Coqg|>are* 
the Southeast with the Wei^, whj.ch is the leader in most economic 
categoric^. Per capita inpcw^ at $6,218 is 17 percent lower in t^e 
Southeast; median family income Yat. $ 16, 86^sis 1.8 percent loweri..Md .the 
percent of the population in i^erty at 16*9 percent . is 46 .j^ircent 
higher. * These figures inqply that t\bt only are families in the Southeast 
less well off on average, but also that ihc<Mne is distributed jmch iiK>ye 
unequally l^etween families. The importance of this latter observat;ion 

9 

from an educational perspective pertains to its revenue is^licatttions. 
The traditional source of revenue for education is the property tax, 
deemed to be regressive by economists. Since property tax rates a^e 



constant across all levels of property value and since the poor pay a 
larger share of their income for housing, the poor will pay a larger 
share of their income in property tax (either directly on property owned 
or through their rent) than will the rich. The cosnients^of the previous 
^paragraph are even more striking with this in mind. With lower average 
income and many more people in poverty « financing additional educational 
expenditiires thrpugh a^ regressive tax may prove more than the state 
economy'* can bear. ' Alternative revenue sources must be explored. This 
issue is discussed in SKdre- detail in Section II. 

' The information in Table 1 introduces many of the issues in the 
relationships betw€ken education and economic growth as they pertain to 
the southeastern states. To summarize: (t) the current work force has 
noticeably low^er educational credentialsi . (2) this gap is closing, 
rapidly for the current generation of students; (3) to the extent 

s 

educational quality is measured by per pupil expenditure* the Southeast 
remains far behind the remaining regions} (4) this expenditure gap is 
more the legacy of lower fxmding capacity than of conmitment to educa- 
tion; and (5) closing the -expenditure-gap through increases in property 
taxes at the local level is likely to' be impossible. 

A slightly more detailed view of the likely causative relationship 

• * 

between education and growth can be gleaned fr<»n examining an occupa- 
tional cross section of the regional work forces. That is> interre- 
gional differences in per capita income can be the result vf either or 
both of two'' factors **- differences in wage and salary levels and 
differences in the distribution of the work force between low- and 
high-paying occupations. While data 'for the former are difficult to. 




9 > 

13 



find at the appropriate level of decoii^sltion, occupational data are 
available by state. A priori* we would es^ct a positive association 
between education, income, , and occupaticmal ■Standing^._Eig!aire. X, presents 
a pie chart for each of the four regions of the United States. Reading 
clockwise (beginning from roughly three o'clock), work-force shares are 
presented for six CKscupational categories in roughly ascending order of 
incoBie and^sl^tus, beginning with unskilled labor and moving up through 
nanager^i and professional occupations. 

^/Generally, th%se occupational breakdowns confom to the educational 
/^tt^imnent and income situation portrayed in Table 1.* first, observe 
/ that the Southeast has the highest percent of its work force engaged in 
both skilled and unskilled employment. Indeed, the fraction of 
unskilled labor is markedly highjsr than all other regions, and 
ei^cially compared to the higher income West, 22.2 versus 14.5 percent. 
Consistently, the Southeast also has the lowest proportion ^of its labor 
force in the more remunerative managerial and profession ranks, only 
20.2 percent. Again, the disparity vis-a-vis either the Nor^Jieast or 
West is quite large ^ with 24^1 and 23.5 percent respectively in these 
regions. Though these figures may not be all that surprising to edu- 
cators close to the situation of the Southeast, the inyplicatpns are 
nevertheless worth stressing. While the Southeast may pay lower wages 
' than other^'^^TO^ unionized regions # the structure of the ef on<»ty would 
dictate lower per c^gita incomes even at the same wage rates. And a 
growing region^ defined as such by per capita incoiM, appears to reflect 
an occupational cycle which requires a rising minimum level of education. 
It is thus the job of economic research to delineate more clearly the 
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FIGUPir 1: REGIONAL EMPLOYMiJiT Wf OCOIPATJOM^ \ 



16 



anatomy of the cycle and the ^job of educators to ijqplement curricula 
that lead* rather than lag^ the occupational demands, of a growing 
economic region. . 

Hie economic measures , utilized to this point are static in nature; 

» 

♦ 

they represent cumulations of growth at a point in time. The collection 
and analysis at the state level of pure measures of econcHnic growth are 
beyond the scope of this preliminary study. Nevertheless, an indicator 
of growth* migration into the state* is readily available and provjLdes 
some useful insights. Census data have been indicating for spme time 
now that* population is shifting to the "Sun Belt." Sociologists 

* « 

attr'ibute this exodus to. factors such as relatively hostile northern 
climates* overcrowding* and industrial pollution. Economists focu8»more 
on the hospitable economic climate of the South — r potential for 
econcnnic growth* cheaper wages « lower unioniasation rates* lower taxes* I 
and less restrictive local govemn^nts. itie sociological magnets should 
affect the . Southeast and Southwest comparably* while- tKe economic draws 

* 

should evidence themselves 'disproportionately in the region of greater 
economic growth* 

Table 2 provides a broad impression of the regional migration 
pattern as reflected in the 1980 Census. The raw data represent the 
percentage of the 1979 state population who lived in another state, in 
1975. Note that only movements within the United States are included to 
avoid the bias from border states such as Florida and Texas. The table 
is constructed to highlight interregional migration by region of origin 
and destination. The most relevant set of statistics appears in -the 
bottom rowt "Total From Other Regions.** Although the Southeast ranks 

« 

second in total migration from other regions (5.3 percent)*- it is 



12 



substantially behind the West (8.9 percent). These, figures suggest that 
the participants in th^ "Sun Belt" migration are more inclined to ^he 
'Southwest. ' That is/ an isqportant portion of this movement appears to b. 



to 



economically motivated, and more of that economic growth appears to be 
taking place in the Southwest than in the Southeast. 



Table 2 



Percent of 1979 Population ^ving Outside of State in 1975 



Region Living In - 1979 
Region Lived Ih, 1975 Southeast Northeast North Central West 



South 


5.0, 


2.1 


1.8 


3.5 


Northeast 


1.9 


5.5 


0,7 t 




. North Central 


2.4 


0.9w 


3.8 


3.7 


West 


1.0 


0.7^ 


1.6 


8.5 


Total In-Migration v 


10.3 


9.2 


7.9 


17.4 


Total From Other Regions 


5.3' 


3.7 


4.1 


8.9 



with respect to future studies' formalrizing the links between loc^l 
educational policy, economic growth, and migration, recent economic 

♦ 

literature offers some guidelines and preliminary results. Richard Cebula 
concludes, based on migration patterns , within Jthirty-nine metropolitan 
areas, that migration is positively related to differences in local 
.spending on public education. Specifically, Cebula found thit not only 
did growth of educational expenditure appear to strongly influence 
migration, but educational expenditure itself tended to rise as a result 
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18 



7 ♦ 
of inl9ration. A subsequeat study by Ostrosky found further evidence of 

this re.latlonship and eucrgested tbat ^e methodology . cian hu of use in 

^recasting. The xelevance of such research, if done specifically for 

the southeastern states » would be in planning, additional education 

revenues resulting from economic growth and ih-migration. 

li. EQUITY AMD FISCAL CAPACITY IH EDUCATIONi^L REFORM 

* ** ■' ' 

' •' . • »" ' • 

Cne of the most striking consist encies in the irecent reports ' on 

• / . ■ ■ . • ■. • ■ ■ . ■ . 

educational reform is the conmitnent to equity, this pervasive noiion 

is most succinctly esqpressed in The Paideia Pn^sal , '' "The best 

education for the best is the best education for all." \The saro theme 



is boldly displayed in the opening of a NajEion at Risk t 

■ Ally regardless of race or class or economic status » 
, * / . ^re entitled to a fail: chance and to the tools for 

developing their individual powers of mind and spirit 
to the utmost. 

And, afs stated in Educating Americans for the 2tst Century , the goal of 
the l^jational Science Foxmdatim is tot . . 



7 

Richard Cebula, "An Analysis of Migration) Patterns and Local 
Government Policy Toward, Public Education in the United States,** Public 
Choice 32 (Winter 1977) pp. p3-121. - 

^Anthony Ostrosky, "A Furrther Note on Migration Patterns and l<^cal 
^vemment Policy Toward Publi|p Education «" Public Choice 34 4 (1979), 
pp. 505-507 
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Mortimer Jerome' Adler, The Paideia Proposal . (New Yorkt Macmillan 
Publishing Co., 1982), p. 6. 

i^^National Commission Excellence in Education, A Nation at ^ 
Riskt The Iiig)erative for Educational Reform . (Washington, D.C. j 
Government Printing Office, 1983), p. 4. 



" 19 



. . • provide all the nation's youth with a level of 
education in mathenaticd, n^pienoe. and technology . . . that 
is not only the highest quality attained iiifywhere in the 
%«>rl0 but also.r^f lects th« particular and peculiar needs 
o£ our Nation. 

To the economist, auch rhetorical comnitnenta to equity in retorm 
^re likely to be at least as postly as they are conwendable. Even so, a 
perusal of the reform literature reveals that little if any considerr 
a$:iott has been given -to the financial implications of what is clearly a 
major economic undertaking for national, state, and local authorities. 
It is noteworthy, and rather appalling, that of the forty coumissitihed 
p«>ers that contributed to the regommendations contained in A Nation at 
Risk ,* not one deals escplicitly with the costs of equitable educational 
reform. In Act:ion for Excellence , the issue of resources ia at least 

mentioned, but har'dly addressed — "Our recommendation, in sum, is thist 

• . ■ ■ . • . 

13 

more funds, from all sources, for education." The simple appeal for 

■ ■ ■ ^* 

more resources is typical of the riaform proposels. Indeed, there is an 

inder lying preaumption runndng through i^er reform literature that our 

* ' • '14 

society will be willing* must be willing, to spend whatever it takes. 

• • • / . ♦ 

This perception siay be justified, but from an economic perspective, it 



^Siational Science Board Commission on Precollege Education in 
Mathematics, Science and Technology, Educating Americans ^f or the 2l8t 
Century . (Washington, D.C. j National Science Foundajtion, 1983) , p. '3. 

^^pp. Cit. A Nation at Risk , Appendix C, pp. 44-48. 

Task Force on Education for Economic Growth, Action for 
Excel lencet A Coaprehensive Plan to Inqproye 0ur Nation's Schools . 
(Education Cconmission of the States, 1983), jp. 36. 

14 ' ' ' ' " 

"Of all the tools at hand, the public's support for education is 

the roost , powerful." pp. Cit. A Nation at Risk, p. 16. 



quantity of equitable educational reform without knowing eoBiethin? 'firet 
about price and foregone alternatives^ As Elchanan Cohn has observed » 

**Eduoational finance is probably tlie most controversial issue in the 

15 ' ' 

eoonomios of education." In sum, major public finance issues pervade 



the proffered educational reform aimed at economic growth. This section 
highlights economic ^Issues pertaining to the federal, state, and local 

roles iiqplied by equitable 'educational reform in the Southeast. \ 

• . / •• ■ • . \ 

♦ ' * ^/ • 

/ / ■ ' . . • . • 

The Federal Bole 

/ ■ '. . ^ ■ ■ ' . • ■ ; . ■ • 

As not^ in Section Z# according to the 1980 Census data the 

• .1 . . . 

southeastern states as a whole havie the. lowest per capita income, the 
lowest per pupil esependiture, and the . lowest average level of 
educational . adiievement in. the nation. Combined,, these facts suggest 

* ' * 

that the sweeping type of equity alluded to generally may not take place 
in the Southeast as a« region without considerable infusion of federal 
funds representing a measure of redistribution from states outside the 

Southeast. Itor is the possibility of such redistribution entirely 

» ■ ■ ' ' . ■ '■■ « 

remote. A stu^y of* federal educational allocations by Guthrie and 

16 

Lawtbn concludes that significant redistribution does occur. Thus, 
the constituent states need to examine how resources can bcT^ffcctively 
extracted from the federal coffers. Researchers need to investigate 
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Elchanan Cohn, The Economics of Education . (Cambridge: Bal linger 
Publishing C<»s>any, 1979), p. 257. 

^^J.W. Guthrie and S.B. Lawton, "The Distribution of Federal School 
Aid Funds," Educational Administration Quarterly 6 (Winter)^ pp. 47-61. 
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what chftaot;eri8,tic8 nan4at» federal educational aid e\srrently» and what 
■ . • ■ . ■ ■ ■ / 

sorts of legislative initiative « based on sound econooic evidence, 

improve the southeastern states* shares* 

17 

For wt^le, the findings of Ginsberg and Xillalea suggtot that 
federal educational eid tends to be oriented toward low-wealth/hi^h- 
^density araas to th6 d^trlnenlb of areas of low district wealth per se* 
If this ip true, the present allocation schemes may be biased against a 
significant part of the )Sotttheast« While the Southeast clearly has 
areas of low wealth » our suiqpicion is that these are^not also inordi'o 
nately high density. .Therefore, the Southeast nay not receive the /level 
of equalizing eid its native wealth position night, otherwise wi^rant. 
Also, many . federal prograns require matching state or local /funds. 
This, of course, is designed to ensure senile oonnitment by the recipient 
constituency. At the same time,, however, stipulations for jnatching 
funds may have regressive redi-stributional effects/for the// obvious, 
reason that poorer states and. localities nay not have the same funds 
available to aMocate toward matching federal programs.,/ Finally, 
studies examinin^the extent that federal monies to the states of the 
Southeast have been "stimulative," rather than "dilutive"' or substi- 
tittive," may assist in justifying an expanded federal .funding role. All 

of these points can-iv-be investigated empirically within a 

■ . ■ ■/ 

18 

frame%fork Of sound^^osjiemis^theory. In summary/ und^^ the populist 

' ' . ■ / . 
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A.L. Ginsburg and J.M. Killalea, "Patterns of Federal Aid to 
School Districts," Journal of Education Finance 2 (Wiijiter), pp. 380-95. 

18 

Chapter^* 3 & 4 of Lee Friedman's recent 'book, Microeconomic 
Policy Analysis , provide an excellent theoretical fovmdation for these 

(Footnote Continued) 
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baniidr of equity in educational reform, the Southeast needs to develop 
strategies » based on econonic evidence » to secure more than its . simple 
proration of federal educational dollars. ^Oiough federal funds 

• * ■ • » 

currently represent a relatively 'small share of state budgets for 

— -- — •■ - '•■ —■•-'•-19 ■ ■■ - 

primary and secondary educationr, .our a priori suspicion is that, of 



the additional dollars that mtist be committed to educational reform* the 
federal shar'e in the Southeast will need to be e^nded. Broadly 
speaking, the native ifealth o^ the region seems inccamsensurate with the 
breadth aniSi equity in refom^ which educators and legislators envision 
as mandatory. • 

oState and liocal Fiscal Capacity > . ' 

■ • ■ \ ■» ' • • 
The. issues ofXequity and finance at the state and Xocal level 

predate recent educational concerns; by more than a decade. ci>urt 

decisions such as Serrano vs. Priest have made it clear that the quality 

of a child's education should not be determined by the wealth of his/her 

neighborhood. On the other hand, local property tkxe6,~and thus local 

wealjh^ have a significant impact on educational expenditure in almost 

every state. > Despite the various state aid formulas designed to 

neutralize wealth discrepancies across local districts, the more popular 



(Footnote Continued) 



issues."^ Also, a cooqprehensive review of empirical 8tudiea«>en the iRq[>act 
of federal grants on educational spending appears in Tseng and Xievin, 
"The Impact of Intergovemii»ntal Grants on <Fducatiohal Expenditure," 
Review of Educational Research , (Fall 19R3) , pp. 352-360. 

19 ' ■ 

I^tionally, the 1983 federal share in primary and secondary 
educational eiqpenditure was 6.8 percent.. Though relatively small, it is 
also noteworthy that this is a significantly larger share than the 3.9 
percent contributed in 1960. (Source t 1983 Statistical Abstract. Table 
211, p. 138.) ' ' 
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schenes such as foundatijon or district ^owev equalisa^on (DPS) fortuaXas 
are ingparfect. Ke9ardin9 tha 0P& pxoarm in parti^lar, Feldstein has 

demonstrated in qlear* theoretical terns that th^ equali^o-hg focu^ of 

»•■•■■. ■ ■ • '• - . . ' 

■ 20 ■ 

DPS plans is misdirected.. ^litough the intent o^ DPS is to equate tax 
bases across localities and thus ^eutralj^ixe the role of neighborhood 
%fealth in school a^propriationSj^ current DPE formulas actually alter 
both the. districts* tax base and the price of education. Except under 

, ■ i .■ ' * 

very restrictive conditions # DP£ will simultaneously redistribute inccme 
away^ frcili high^-waaltb^areae aiMl raiee the price of education in those 

i • . • . ... ; • . V ; 

localities. The result is that DPS can leave the highest pre- 
equalizing-wealth localities with the lowest fiscal . capacity because 
these areas end. up facing the highest, postequalizing price of .edu- 
cation. Aa_ ah alternatJlve«. .Feldstein demonstrates ho«^ the___price of 
education to a locality can be adjusted to achieve the appropriate 
degree of wealth neutrality by use of a schedule of matching rates idiich 
vary inversely with district wealth. 

Feld8tein*s model is a superior means for achieving wealth neutra- 
lity. However, implementation of such a pr^ram will have io^acts that 

♦ . 

are either redistributive of state subsidies vis-a-vis DPS and founda- 
tion plans or imply /a different state educational outlay. For this 
reason, we believe that iitates that are interested in estimating the 

cost of equitable yeducational reform investigate the 'expenditure and 

I 4 . 



20 ■ 

This cphdition requires that both the wealth elasticity and price 
elasticity w^th rei^ct to education be u^ity. •» 

21 ' ' ^ 

M.S. F^ldstein, "wealth Neutrality and Local Choice in Public 

Education/** American Economic Review, 65 1 (March 1975) , pp. 75-89. 
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intrastatb redistribiitional in^llcations of a truXy wealth^^^neutralisipg 

plan , such as Feldstein's. . The fintocial iinpXicatlons of the Feldsteln 

nodal have been examined eiiq?itioally« a i^ood exax^ple being the etudy by 

Gilmer. and Motgan. They simulate 1^ fiscal effects of imposing wealth- 

neutral educational finance in Texas, ^ir study is especially 

relevant to this report, for as the author? notei ' * 

The Texas educational $^stem is repr^esentative of 
. the southern states in' that \a) it M^loys a minimum 
foundation progiram, (b) it rel^s heavily on stftte' 
govemiMnt aid# and (o) su>8tan^.al differences in. ^2 
fiscal capacity exist among its local school iSistrictjB. 

. ; \. ■ • • 

states interested in how revised mreal'th-neu^al f landing will influesice 
state and looaL fiscal positions should conducts their own simulations. 
In this way,, policymakers can get^a better perception of yhat the cost 



of equitable educational reforms may be in their state. One should not 

■ . ■ • •■ • \ ■ ■ 

be surprised that this cost me|y be high and; further, that, the foregone 

altemativi^ may ba more efficient educational refonns from the 



\ 



standpoint of growthe ^ 

♦ % 

The Corporate Ible ' 

Corporate investment represents a third and relatively untapped 
dimension for financing reforms in public education. ^The rationale for 
greater investment by the corporate sector is double-edged. First, 
according to Secretary of Education Terrell Belli^ much of the $40 
bi|.lion currently £qpent by firms for 6n-tlie-j6b training is to teach 
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Robert W. Qllmer and Daniel C. Itorgan, Jr., *'Wealth Neutral 
Grants for Public Education.** Public Finance Quarterly 7 3 (July 1979), 
p. 272. — 
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basic skills that public spools oocriShor should be teacj|>i»9» SsCQn4* 



the present caanltinent pf the cozporate sector to primary and seco3)dary 

'. • ■ ■ . - ■ .■■■'««.,._,... 

education is reioarkably shallow. According to tfie Council on Fina&cial 

^ . ■ 

Aid to Education* "Corporations contributed a record $1.3 billion in ., 



gifts and equipment to education # but onl^4 percent went to public and 
priyat^' elenentkry and secondary schools." 



ft- 



ZZZ. EFPZCZ£NCy CONSIDERA^IOMS IN EDUaaiCmL REFORM 

, ■ ' • ■ « . . ■ 

• The argument thus far has been that there is indeed a link between 
education and economic growth* but that 1) the linkage has not. be^^ • \\ 
Adequately measured, and that, rei^earch must be done to define that | 

connection} and 2) the elementary fact ot scarce ^^sources has been. 

■ • . » • • , . • ^ ■ ■ ■. ^ ■ 

largely ignored in much of the literature on educational reform, aod^ . . 
economic growth. Sections* I and II addressed the question of the \ 

ludcage between education and growth . and .the question of the equitably 

♦ . ' ' • ■• 

allocation of resources. This section raises issues of ecomxnic 

efficiency* * * 

♦ . ■■ <% 

In economic analysis, efficiency refere to the optismm allocation 

of resources across a vast array of competing end uses. , In many 

markets, the efficient solution is detemined by myriad independent 

judgments, judgments of consumers and producers i^hich are influenced*' and 

aligned by considerations of 'product prices «iind production costs. In 

the field of education, the notion of econ<»iic efficiency can be 
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PetelT Brimelow, "What To Do About America's Schools," Fortune , 
September 19, 1983, p. 64. 
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The Nation Responds , op. cit., p. 17. 
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• considerably snore complex. Ftom an economic perspective, educational 
production is' perhaps unique in that the students are at once three 
major exponents of the production process. Students are an important* 
though not necessarily homogeneous, input} they are a major producer of 
th^ product; and they are the product itself, consumed by lx>th ^e 
individual and society. it is this type intricacy that makes 
eduqation- a unique production phenomenon and, at the same time, a 
seemingly intractable technical process. Despite these coinplexities, 
two ecohomic issues remain which are quite clear. First, students 
invest an immense amount of time and, occasionally, effort in education. 
Tlie nature of ^ this investment must be measured against the likely career 
return. In this respect, matters of curriculum, especially the 
appropriate mix of basic, accelerated, and vocational education, should 
be carefully evaluated. Is an efficient curriculum necessaarily a narrow 
one? Broadly speaking, research needs to address the probable economic 
returns and costs of curricular reforms. Second, faculty and 
administrators represent .another dimension of human investment. 
Furthermore, these factors in the production process carry rather 
well-defined input prices. As such, researchers need to examine 
strategies for in^roving efficiency in educational management. 
Generally, this section highlights research prospects within the context 
of what might be loosely regarded as the educational production function. 

The Basics 

It is easy to understand why interest in a return to the "basics* 
is widespread. The rapidly changing technology of today's economy, the 
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declining test scores of today's students, the difficulty of forecasting 
future labor ^ force requirements all attest to th^ need to prepare 

♦ * 

students to function in a world of change.. 

While there is little reason to question the consensus on tiie.need 
for a return to the basics, there are mostly unanswered (sometimes 
unraised) questions about the economics of such a move. Instead of 
saying that we must return to the basics as though resour9es are 
unlimited, it is prpper to ask such questions ast What are the subs tan* 
tive changes that should be made in the curriculum? . Which subjects 
should be changed and how? What kinds of mathematics are useful, and 
what aspects of reading ' sho\ild be emphasized? How. much more teaching 
time is involved in raising* the coinpetence of students to soro higher 
level? 

The type of the research requj.red to answer these .questions is such 
that the disciplines of economics and education <w^ll tx>th be relevant. 
Economists, qua. economists, do not know much about the process of 
learning to read, to write, <is to do mathematics. But the emphasis on 
efficient allocation of resources, which is the economist's contri- 
bution, seems to have been missing in much, if not all, of the research 
and policy decisions of the past. 

This points to several research issues. First, studies should 
examine just what aspects of the new '*1hree R's" are going to be 
relevant in tomorrow jol:^ markets. Interviews with executives in a 
nuinber of industries suggest that the best "vocational" training may be 
a training which prepares studentr to read instructions, to draw 
inferences, to do a modest amount of mathematics) in short, to function 
in an information age. The Education Coimnission' of the States has set 

23 

28 
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out curriculum goals which speak to this general point. Further 

9 

research on < the relevance of curriculum to job markets of the future is 
essential. 

Second f work should.be done to examine the effectiveness of the 
teaching and learning process. A timewom subject to be sure, this 
topic again illustrates the ii^portance of basic strategies to allocate 
resources more efficiently, rather than^ simply in greater amounts (e.g., 
longer school days, more teacher input time, etc*) Tvo approaches to. 
this topic ^are reviewed here. 

First, resource allocations 'should be guided by the "elasticity of 
learning" (learning response, measured in proportion to input of teacher 
time). Preliminary evidence indicates that these elasticities, though 
generally, low, are highest for the earliest stages of learning. For 
example, the elasticity for second grade mathematics is .24, while that 
for fifth grade is less, than .01} for beginning reading it is .13, and 
for advanced reading it is .07. Xhis suggests a process of diminishing 
returns which can hardly be Ignored in decisions to invest in teaching 

26 

tinse For exanple, a tendency to invest more heavily in secondary 
rather than primary schools runs counter to these findings « Also^ these 
findings suggest that differential weightings for average daily atten- 
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Task Force on Education for Economic Grotrth, Action for 
Excellence t A Conprehenqive Plan to Iag>rove Our Nation's Schools . 
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Byron W. Brown and Daniel H. Saks, ''The Microeconomics qf 
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It Reveal About Teacher Proficiency?" Institute for ^Public Policy 
studies, Vanderbilt University, (March 1964), p. 16. An elasticity of 
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dance which f avoir high school over the prinary grades may requir<^. 

^Bodi£ioati<m. - / 

• I 

^ Second, an. effort should be made to learn from recent ex^sierinen^s 

I 

.in model school prograins. The so-called magnet schools might, at fir^t 

glance, provide such an opportunity. Hovever, there is s«ne evidence 

that the effect of such schools has J^een mainly to redistribute gifted 
. / " / . 

students from their regular home to the model schools. Whether mbre 

. learning takes place and whether such methods could be transf erre^ to 

the ordinary school situation is difficult to say. However, there/ are 

educational es^riments/. such as the one coming into place in. Virginia, 

• ■ ■ ■ ] 

whidi ard being developed on the basis of adding resources to a "typical** 
school and then measuring the effeet of state-of-the-art methodp and 
equipmnt. Such experiments offer the opportunity of studying the 



incremental effects broiight about by changes in teaching mejfthods, 
aching personnel, capital-intensive teaching aids, changes ix^ class 
size, and other dimensions of the educational process. 



Vocational Education 



The polar positions on this issue are easily identified., On the 

I 

one hand, there is the view, exeiqplified by itortimer Adler and the 
Paideia groups, that no vocational education whatsoever Should be 
allowed in the curriculum. The opposing view is taken by proifessionalsvi^ 

I 

♦ . ) 

in the field of vocational education who argue for massive injection of 
funds in this direction. 

The Adlerian view is twofold* First, Adler argues that ^trained ' 
ccHnpetence for a single type of work could be justified at the beginning 
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ot this century when the needs of society dlfferedfron those served by 

a^renticeshlps in the era of guilds but that kind of training is no. 

27 

longer justified." Second » he argues that with the productivity of 

• • ■ « 

modern econ^nies* there is the opportunity for* the development of the 

full faculties of the i^ndividual in an abundance of leisure time Basic 

schooling should give the most general education so that young people 

will be equipped to adap^ to change which will certainly be the hallmark 

of the work place o£ the future ^ and ao that they can develop themaelvea 

to the fullest e 

Vtie views of Adler are not without foundation i eaqpirical studies do 
indicate tliat there is a rapid "decay** in the incr«nental earnings 
associated with vocational training » Thus the rate of return (either 
private or social) to vocational training has been measured as very 

# 

28 ' ♦ * 

low, 

* * * 

While these studies appear to be rather convincing there are 
considerations which suggest that 'the role of vocational education needs 
more careful examination before it is abandoned. First, a point that is 
all too freHquently ignored in these studies is one of finding an 
appropriate control group. It is entirely possible that many students 
actively involved in vocational programs would drop out of high school 
were these programs not available. In that case, the true benefit of 
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Mortimer Jerome Adler* The Paideia Proposal . (New York: 
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Comments by Dr. Daniel Saks and Dr. Eva Galfmbos at the Symposium 
of the Federal Reserve Bank of Atlanta, *"the Relationship Between 
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vocational training would be keeping these students in school, thereby 
allowing them to get the jobs in the first place.* That they earn no 
nore after three years than high school graduates Without coiqparable 
training is irrelevant. Indeed/ Virginia *s Henrico County school Syston 
reports narked success with a vocationally oriented program for students 
who cause prdblens in . the classroom and eventually drop out. Bather 

. * - > 

than falling to, learn reading, nathematlcs, geometry, and so forth 

» 

through the traditional approach which is .abstract to them» theyseagerly 
(and perhaps unwittingly) learn the sane tools through, training maouals 

« 

in an applied manner. Sii^ly stated, the purely acadenic apjproach nay 

not be the best approach for all high school students. Second, there is 

some experience to suggest that vocational training succeeds in' 

lengthening student education even beyond high school. In the ^tate of 

Virginia, a recent survey of high school vocational graduates found that 

29 

over half of these studehts continued their education. Third, there 

is the good possibility that vocational education can be inqproved by a 

better reading of labor market trends and faster adaptations of voca- 

tional curriculum to such trends. Besearch of this nature would address 

what some observers have cited as a major cause of structural unenqoloy-' 

ment, nanely* the long time lag between the decision to pursue a course 

30 

of etjiidy and the ensuing entry lnt9 the labor market « 

1 . * 
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Richmond News Leader , (Nay 13, 3984), pe 13e 

30 

Robert J. Gordon, Macroe^conomics , Third 'Edition. (Little, Brown 
and Company, 1984), p. 338. 
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A recent issae of Fortune magazine addressee the role of vocational 

•. ■ • . « . ■ " 

education in the United States and concludes that there is vast waste 

31 

and inefficiency in this $ f .7 billion program. Uhile concluding that 
the high ^schools would be well advised to concentrate almost exclusively 
on the basics » the article does point out several schools and several 
programs that are quite effective. This suggests that programs can be 
devised which vill prepare students for. successful placement in contem- 
porary technical jobs, enforce a work' ethic through early work experience, 
and serve to retain students in secondary schools. 

IlBsearch at the ^National Center for Research in Vocational Educa-. 
tion at (Alio State University currently offers a. data base which ma]^^ 
useful in evaluating the broad issue of cost. ef ^ctiveness in vocational 
education. With an adequate data base, research could be done that 
would provide a truer assesonent of the rate of returtu on vocational 
education than has perhaps previously been done. Such research should 

\ * ■ I 

att«npt to assess the role of vocational programs in retaining and 
motivating students. It iirould give special attention . to cooperative 
efforts of industry and education in developing programs that are 
oriented to successful career development. . ' ^ 

•• 

In Bum, our position is that it is too facile a^ conclusion to argue 
that vocational education in the public schools is a wasteland. There 
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is evidence, perhaps fragmentary and often anecdotal, but evidence, 

♦ 

nevertheless, 'that such prograns can be effective, that a. large number 
of istudtots do not respond well to the elitist pre-college cur^iculun, 

■ ; • \ 

but can be well served-. by vdcational programs that conbino academic/ 
riigor and practical Job es^rience. 



Counseling . . 

% ■ ■ 

*• • ■ 

Perhapis. as iioportant as' tl>6 learning process Itself and the 
knowledge and skills obtained in the school system, jLs an awareness on 
the part of students . of career opportunities and an orientation jto ^e 
^ advantages in the wprld of work that can accrue to the edvicated person. 
Interviews Twith executives in industry, government, and education: 
indicate that the school system may not be doing an adequate job in this 
area. ' * ' •, 

There is the 'impression that counseling concentrates unduly on the 
college-bound student, and that the counseling system does not reach far 
enough dowi) into the lower grades, where attitude formation might include 
attention* to job and career paths. The question to be asked* of course, 
is whether counseling shoufd be tilted in these directions and, if so,, 
to what extent would' it be ecbnomically profitable to devote more 
resources to« the task. Given the vast literature that has developed on 
counseling* (including vocational and educational, counseling) , it may be 
too much to ask that much new research be accomplished in this area, h 
good beginning in this area might be that of a simple survey of a random 

o 

eanqple of counseling systems in which two questions would be e)^loredt 



29 

34 



1) tfa« proportion of timd counselors in ^high school . spend on 
collegf-bound students as ocrnqpared with tine spent on counseling all 
students in natters, of job opportunities i and 2) the extent to %^ich 
counseling for career paths reaches doim to the lower grades. 

Another diaension of ooukseling that has been suggested by sope. 
observers is the matter of the preparation of counselors # their own 
motivational characteristics, and their place in the organisational 
structure of the sdiool system. Is there any evidence that counseling 
positions are considered to be r^ards to individuals of f^ility, 
dedication, and notivation, or are thes^ ^posts considered to be places, 
where individuals are shunted aside? 

Difficult to research. as these topics may 1m, the basic point made 
above is that matching stui^nt abilities and motivation to the needs' of. 
the work place may be as important in economic gi;owth as are ^e 
learning esqperiences of students in the classroon, shop, or laboratory^ 

»• . _ 

* ■ * ' 

Economics Education 

« 

The literature of economic growth and development has always 
recognized that oneVf the benefits of education, from the ^int of view 
of growth, is that of attitudinal change. That is, as individuals are 
brought into contact with new ideas as. their capabilities increase, it 
Is likeJLy'that they will be l>etter disciplined^ more innovative # more 
motivated, and, in general, more productive members of society. 

The ratioi^e for efforts to bring about a better understanding of 
economics among the young is that these yotmg pctople will grow up to' be. 
better participants in the economy. One peed not embrace the view that 
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the school system is a capitalist plot to capture the ninds of the young 
to appreciate the potential iinpact of a oi^islnry which understands the 
workings ~df "the lnarl(et~nedhanism ~ahd~ t^ "that ' can flow to 

_ • ■ ■ ■ /; • ■ ■ • • 

individuals and to Society from a productive economy. 

. . *■ ■ .'/... 

Ihe Joint council on Economic E;duca|!ion has » since its inception in 

1949 /'made .remarkable progress in thf p^i^omotion of a better understanding 

of economics among teachers and students . in the nation's schools. It 

has done so in ways that reflect a diversity of opinion » a respect for 

local. autonomy, and a sensitivity for/ effective use of scarce resources. 

. . - . - .-■ . ■ . A - r,;: " ' .. " - " - •■ 

'A JCE2 has been notably successful in bringing a balanced and dbjec- 

•< ■ 7 . ■ /■ • • • ■ ■ . 

tive view to this atibjeot. It mu^t be admi tted^ that the aim of this 
group is to further an appreciat:^|On : for the market system. ' Obviously » 
in a~ different society » such a^ms «fould be different. In a recent . 
feature article » Qary . Thatcher jot the Christian Science Monitor writes 

/■■ ; *7 ' [ — — 

that, "The Soviet Onion has just enacted one of the most far-reaching 
school reforms in history, /ttei specific aim is to help the nation's 
youth prepare for major teqtmological changes during the rest of this 

33 

century and into the nexte^ He cites such reforms Slb more highly 
trained teachers » 33 i^rceht salary increases » isqproved textbooks, and a 
curriculum that will familiaarize pupils with modem production with time 
spent in the work jplace. From the point of view of education in 
economics # the interesting quote is from Xd^stantin Chemenko, Who said^ 
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Gary Tnatcher^ ''Soviet School Reformi Herculean Task,'' cairistian 
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the teaching procees today should become, in a such greater meaettte 

■ 34 ■ * ■ 

than before # a vehicle of ideological content •'f ' ■ 

. • : ■■ • i-- ■■■ ■■■ ■• •■ • . •■■ : I ■ 

m i statement in 1982 before the National Cdnniseion on Fxcell^noe 

• I ■ ■ ■ • ■ ■■: : ■. 

in Bdttcationr the Joint Council made specific reconaendations «on the 
subject , of education in eponomios. Th<B relevant reconsBendations from 
the point of view of growth are that the private sector continue to 
bear a significant portion of the cost of econcmic education! that no 
mass infusion of oprtftnnent J^unds be involved}^ that efforts be made to 
produce a set of gui^lines that would be. used throughout the United 
States as to what constitutes the subject of i^noniics for the schoblsi 
and that a unifora teacher training effort' in economics bacone a part of;^ 
the nation's teacher training institutions. ^ . 

One reasonable research goal for the future appears to be .that of 
examining, possibly in cooperation .with the Joint Dsuiicil, the? ways in 
which economics could be ^brought int^ every • schobl district in , the 
southeastern United States at. some reasonable cost, fthe a^^aling thing 
about such research is that there Is in place an organization equipped 
to bring its expertise and respurceS to, bisar on this ^ research effort. 
In fact, eleven of the twelve states of the Southeast have a JCEE 
facility in place, and this organisation estimates that on a budget of 
only $2.7 Million 1%ey are able to reach 100,000 teachers a year. 



Ibid., p. 11. 
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Faculty and Administrative Inputs 

Common to all the* recent i.. ports on education in the United States 
is a concern for the quality of teaching .and the quality of individuals 
being recruited into the profession. There is also some concern for the 
quality of administrative efforts,'' 

The typical recommendations in this area are to sugqest that more 
attention be paid to teacher evaluation » that teacher salafies be 
generally increased/ that teachers somehow be atcbrded more respect* 
■ etc. " 

■ ** ■ 

While there is» indeed, mei^it in giving some attenti^ to teacher 
merit and to evaluation and to the need for higher salaries "generally » 
there is some Indication that these recomiaendatione have not given 

adequate attention to the workings of the market mechanism. What these 

~" ■ t . . .. t ., . 

• • * 

reconmendations appear to overlook is the segmentation of the labor 

-' . ■ 

market for teachers. This suggests that the way to recruit and retain 
good teachers In the fields of teacher ^ortaga is to follow the exaxqple 
of higher education and industry. Salaries of teachers in disciplines 
which face the lure of Industry and government employment (e.g., mathe- 

, *• • * * 

»» •> ■ ■ 

matlcs and science) must reflect this fact. . 

What is needed is a study which would look at the possibilities for 
dif ferentlalsalary scale/i for di^erent teacher backgrounds. Such a 
study wouXd have to consider cost, teacher morale, and the opposition of 
teacher organizations. But two considerations should be paramount In 
the study ' economic efficacy and political feasibility. Consider 
the^e factors with regard to two alternative proposals, merit pay and 
acro8S-t]>e-board teachers raises. On the economic side, differential 
pay by subject and level uses the market to direct teachers to areas of 
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need. It eliminates the current paradox of a surplus of lower eleaen- 

tary educatioii teachers coupled^' with a dearth of, high school nathenatics 

« . ■ 

and science teachers. On the political side, it seems to be the most 
palatable of the three approaches. Its objectivity relative to the 
subjectivity and difficulty of determining merit i^ou.ld make it more 
agreeable^ to, teachers*. And its lower cost /relative to across-the-board 
xaises . (^n the face of notable teacher surpluses) , would certainly be 
more acceptable to the public at large. 

There is an often-discussed trend in the management of education 
%«hich also, warrants investigation. This is *the seemingly bloated 
bureaucracy within the public school, system. A recent . edition of 
Fortutfe . magazine calls attentim to the dramatic increa^^L^ in admini* 
strative personnel ^ relative to student enrollment and faculty sise* 

noting a drop in the ratio of. puj^ils per adininistrator from 523 in 1950 ' 

•35 * • 

AO 295 in 1980. Educators sometimes attribute this increase in 

adiiinistrative* personnel to a nuinber of factors » such as increased 

government, regulation and the demand for more "seryices" in student 

personnel areas. 

^ In fact, this escplanation is pirdbably not mi^laced. Schools today 
are a far cry from the one**room school hduse or Mark Hopkins' log.. They 
are conpleic institutions, often the largest en^loyer in the political 
jurisdiction, perhaps having a budget of millions of dollars and several . 
thousand personnel. In the language of education, the research area is 
one of educational administration! in the language of economics, it is 



Peter Brimelow, "What To Do About America's Schools,** Fortune , 
(September 19, 1983), pp. 60-64. , '^^ife^,. 
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that of th« produotloii function. In either case, what. Is required is a 
study of the optimal nix of teachers, administration, lynd capital in t)M 

form of buildings and equipment^. , % 

» ■ " ■ '■ ■ ' " 

Xn this regard, the role of private business -in the educational 
production function emerges as an iaiportant is^ue for rese^ch. ^Vhe 
reference here is to things other than singly greater .financial 

involvement. For exan^lei changing vcft;ational^trends> ad they relate to 

• ■ ■■ . ■ . • ' ■ ■ ' .' «f .'-'^ ' 

curriculum design is an obvious area where- the business qommunity has an 

• ■ ■ ■* " . ■ ■ 

interest and insight. Also, principles of cost effectiveness, and 
planni^ are common aspects of successful business a^nistra^tion that 

are ^ssib^ fungible in educational production. These items include 

^» ■ " ' 

long-range financial -planning f business assessments of how tfoonomic- 

» , ■ ■ 

variables affect , school ^stems, and forecasts of long-term enrollments 
so as to maintain the appropriate, balance, between students^ faculty, and 
adbninistration. It seems that ih^ is much that could be gained from 
tapping this experience and esnpertise in educational ^.reform via a > 
stronger partnership between sctiii&ls and cori>orations« Axe job of the^ 
researcher is to determine how this cooperation can be brought about ^so 
that business efficiency might open new avenues for the idealism end 
creativity that have always been the aims of education. . 



ZV. SUMMARY REMARKS 



The purpose of this paper has been to introduce educators ^to the 
diverse economic issues that are implied by educational reform in 
general, with special emphasis on the relationship between education and 
economic growth in the Southeastern United states. To a great extent. 



the organisation of the paper springe from a reaction to imich of the 

« 

recent literature on educational reform* This li^eratufi^ transmits a 
tremendous zeal for the notion of educational reform, but includes, 
•little explicit economic , analysis. As economists, we fijid this 
surprising since most of the policy reccmimendations contained therein 
are rife with economic implications* As such, our prime objective has 
been siinply tp identify the economic issues. Throughout, we have 
attes^ted to highlight important research directions and, in many cases, 
recommend prc»iising methodologies* Ihe research topics cited in this 
paper are reviewed balcm?* 

Modeling Education and Economic Growth 

If there were only one more contribution that econatnists could 
make, perhaps it should be a theor;^ of the linkages between education 
and growth*^ Historical correlations^ between educational attainment and 
per capita inc<»no reveal virtually nothing about the structure of this 
relationship. A theory of education and growth is necessary to guide 
policy initiatives,-^ At the same time, one cannot overstate the 
cagqplexity of this issue* Still, a reasonable and valuable undertaking 

« 

for economic research is to delineate more cleanly the anatomy of the 
occupational cycle which seems to characterize growth and requires 
rising minimum levels of education* In this way# administrators may be 
better equipped to inclement curricula that lead^ rather than lag^ the 
occupational demands of a growing region # 

Migration represents another dimension ot a growing region^ growth 
which is attracted from without rather than generated internally* Two 

36 

41 



studies offer preliminary evidence that greater educational expenditxure 
and in-«iigration' are products of one another. Given that the Southeast 
as a region is gaining population r the individual states should examine 
how 8ignifi<!&ntly current^ and future .in-^m^ration will influence the 
revenues and expenditures for primary and secondary education. 

\ . ■■ 

Equity and Fiscal Capacity \ 

_/ ■ ■ \ 

I 
i 

« 

The consensus that educational reform be equitable has particularly, 
deep inplicaiions for ihe Southeast. Though there are certainly 
exceptions funong and within the states, the Southeast as a region is 
statistically less affluent and less educated. These facts imply that 
the region has a bigger educational job to do and less native wealth 
with which to do it. For this reason, federal assistance appears as an 
especially iirqportant funding source. At the same time, there is some 
evidence that federal funding criteria may be biased against areas where/ 
low wea^ is also low density, the liJcely situation in the Southeast. 
Therefore, states need to investigate which characteristics mandate 
federal educational aid currently and what sorts of. legislative initia- 
tives, based on sound economic evidence, can iatprove the southeastern 
states* shares. 

The notion of equitable educational reform also has major financial 
implications at the state and local level. Feldstein has clearly 
demonstrated thkt the various state aid formulate designed to neutralize 
wealth and expenditure discrepancies across districts are imperfect. 
For this reason, states that are Interested in estimating the cost of 
equitable educational reform should also investigate the expenditure and 

« 
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redistributional ^nplications of Feldstein's wealthoneutr^lizing nodel. 
Prototypes for such studies currently exist. 

Efficiency Considerations 

* 

Perhaps more than any other cc»nponent of American society, education 
requires the combined efforts and interaction of diverse constituenoiss. 
Students » parents « teachers # administrators » busit^esses, and govemiMnt 
are all involved in ways that make measureiront and policy prescriptions 
difficult. However, these interdependencies make it even more important 
that education be cost-effective. i:his paper has considered, therefore, 
the questions of designing research that addresses this issue. 

In terms of 'Vhat" should be taught and **how'* it should be taught, 
this paper suggests that curriculum be keyed to forecasts of future job 
markets and tljiat research on the effectiveness of the teachinq* and 
learning process be undertaken. Specifically, it is suggested that 
research on the sensitivity of learning to teacher time be explored for 
different grade levels and stabjects. Additionally, information from 
"model** schools should be utilized to evaluate teaching methodology in 
"everyday" school settings. It is further argued that the role of 
vocational education be researched from the point of view of modernising 
that curriculum and 'measuring its rate of return^ with due consideration 
for the role of vocational education in student retention« 

The issue of counseling is raised because of the importance of 
channeling student interest and motivation into preparation for produc*^ 
tive careers « It is suggested that activities in this field be examined 

4 

to determine whether undue attention is paid to the college-bound versus 
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other students 



the lower grades. 



and whether adequate attention is given to students in 



and inf omation 
recomnendation 
Economic Educali 



Closely related to counseling is of attitude formation about i 
on, the economy intoy^^ich all students will enter. 'ShB. 
in this paper is ^at the work of the Joint Council on 



ion be reviewed ^nd that plans be developed to expand on 



the excellent/ foundation aire 



laid by this organisiation. 



^ t^dy 
Finally « this paper considers the ways in which; the inputs into the 
educational process can /be most effectively recruited and es^loyed. ' it 
is sujgfgested that the use of market signals for teacher salaries be 
explored and that /the role of planning and analysis be increased within 
the administrative structure* with special attention given to the irole 
of the business community in this activity. 
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